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SUBJECT: TELECOMMUNICATIONS: TROPICAL RADIO TELECOMMUNICATIONS (TRT) 

TO PAY PANAMANIAN INCOME TAX ON CANAL ZONE OPERATIONS 

REF: PANAMA 3258 

1. MESSRS. JOSE C. BARRIOS AND A.P. HEYD, TRT MANAGERS FOR PANAMA AND 
CANAL ZONE, RESPECTIVELY, CALLED AT EMBASSY EARLY JUNE 13 TO INFORM 
US 

THAT FINANCE AND TREASURY MINISTRY HAD REJECTED TRT APPEAL AGAINST 
LONG 

STANDING CLAIM FOR PAYMENT OF INCOME TAX TO PANAMA ON TRT OPERATIONS 
IN 

PANAMA. TRT'S PANAMANIAN LAWYER, EDUARDO MORGAN, RECOMMENDED THAT TRT 
AGREE TO GOP RULING AND HYED HAD RECEIVED INSTRUCTIONS FROM 
WASHINGTON 

OFFICE REP MORRISSEY TO ASCERTAIN CANAL ZONE’S REACTION TO SAID 
RULING. 

2. BARRIOS WAS REQUESTED BY ECON/COMM COUNSELOR TO PROVIDE EMBASSY WI 
TH 

SUFFICIENT DOCUMENTATION TO PERMIT EVALUATION OF CASE. BARRIOS INDICA 
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TED HE WOULD DO SO FOLLOWING CONTACT WITH WASHINGTON OFFICE. JUST 
BEFORE COB THAT DAY, HEYD TELEPHONED TO REPORT THAT TRT WOULD NOT BE 
SUPPLYING ADDITIONAL BACKGROUND INFORMATION BECAUSE HIS PRINCIPALS 
IN WASHINGTON HAD SINCE DECIDED THAT THE AMOUNT OF MONEY INVOLVED 
WAS NOT LARGE AND THAT IT WOULD PAY THE TAX CLAIMED BY GOP. 

3. THE CANAL ZONE SHARES OUR WORRY ABOUT THIS CASE AS A POSSIBLE 
PRECEDENCE THE PANAMANIANS MAY USE AGAINST OTHER AMERICAN COMPANIES 
OPERATING IN THE ZONE AND PANAMA AS WELL. THE ZONE HAS VOICED ITS 
CONCERN WITH HEYD ACCORDINGLY. HOWEVER, EMBASSY UNDERSTANDS THAT 
IN THE PAST THRERE HAVE BEEN COMPANIES-PARTICULARLY IN THE OIL 
FIELD-WHICH PAID TAXES TO THE GOP FOR OPERATIONS IN THE ZONE AREA, 
BECAUSE RP TAXES WERE VIEWED AS OF LESS CONSEQUENCE THAN ENDANGERING 
OF MORE IMPORTANT INTERESTS VESTED IN PANAMA. IN OTHER WORDS THEY 
PREFERRED OPERATING FROM THE PRACTICAL POINT OF VIEW RATHER THAN 
FROM THE LEGAL ONE. WE BELIEVE TRT GESTURE MAY HAVE SOME LINK TO 

ITS EFFORTS FOR A PARTNERSHIP ARRANGEMENT WITH INTEL. 

4. UNLESS THE DEPARTMENT PERCEIVES OTHERWISE, WE REQUEST THAT IT 
CONVEY OUR CONCERN TO TRT IN WASHINGTON. WE FEEL TRT SHOULD NOT 
PAY THE TAXES. 

JORDEN 
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